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In selecting the individual ledger or mortgage cards from your
file, use Method A or Method B, depending on the way in which your
ledger cards on mortgage loans are filed.
USE METHOD A IF YOUR LEDGER CARDS
ARE FILED NUMERICALLY
(1) Find the number of the first loan made after January 1, 1920.
(2) The number of the first loan selected for the sample should
be the first number, after the number noted in (1), that ends
in two zeros—i.e., the first number that is a multiple of 100.
Select that ledger card and the ledger card on every hun-
dredth loan thereafter.
Examples: Suppose that the first loan made after January 1, 1920
carries the number 1623. Then the numbers of the
loans in your sample would be 1700, 1800, 1900, 2000,
and so on.
Suppose that the first loan made after January 1, 1920
carries the number 1104. Then the first loan in the
sample would be number 1200, and the following
loans would be 1300, 1400, 1500, and so on.
(If you wish, you may prepare a written list of these loan numbers
before drawing the actual cards from the files.)
(3) Omit all farm loans. That is, if the ledger card bearing any
of the numbers determined by Step (2) happens to refer to a
farm loan, omit that loan and proceed to the next number in
the series.
Examples: If loan number 2200 turns out to be a farm loan, omit
it from the sample and proceed to loan number 2300
—not to loan number 2201.
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Ifloan number 2300 is a farm loan also, disregard
that loan as well and proceed to loan number 2400,
continuing until the next city loan is reached.
(This situation will occur only when city loans and farm loans
are numbered in a single sequence.)
(4) Omit all "successor loans." If the ledger card bearing any of
the numbers determined by Step (2) refers to a loan that was
a successor to an earlier loan, that is, if the ledger card selected
refers to a recast loan that was assigned a new number, omit
the selected loan and proceed to the next number in the
series.
Examples: Loan number 5600 is a "successor loan" because it
represents an advance of additional funds on an
earlier loan. When the loan was recast it was given a
new number, 5600. Omit loan number 5600 and pro-
ceed to loan number 5700.
Loan number 9100 is a "successor loan" because it
represents an extension of maturity on an earlier loan,
with the recast loan given the new loan number 9100.
Omit loan number 9100 and proceed to loan number
9200.
(5) Continue Step (2) until you have gone through all your
mortgage card files. With the exception noted in (4), do not
exclude any urban mortgage loan, even though it may seem
extremely untypical of the mortgage experience of your
company.
USE METHOD B IF YOUR LEDGER CARDS
ARE NOT FILED NUMERICALLY
(or if loans cannot be located conveniently by number in the file)
(1) Beginning with any file cabinet you choose, take the first loan
card and every hundredth loan card thereafter throughout
all your files. That is, the first six loans in your sample will be
the 1st, 101st, 201st, 301st, 401st, and the 501st from your files.
Caution: Be sure actually to count the loans, so that you select
every hundredth loan exactly. Do not guess or use short-
cut metlsods in selecting the hundredth loan.APPENDIX A 113
Also,be sure to count loans, not cards. If the same loan
is represented by more than one card, count all the
cards pertaining to that loan as one item.
(If inactive loans are filed according to the year in which they
were made or paid off, it will of course be unnecessary to sample
cabinets containing loans made before 1920.)
(2) Omit all farm loans. If urban loans and farm loans made by
your company are filed together, some of the loans drawn in
counting by the above system will be farm loans. In each such
case, disregard the farm loan and proceed to the next hun-
dredth loan until a city loan appears.
(3) Omit all loans made before January 1, 1920.
Example:If the 70 1st loan was made before that date, omit it,
continue counting, and proceed to the 801st loan.
If the 801st loan was also made before January 1,
1920, omit it also, continue counting, and proceed to
the 901st loan; and so on until a loan appears that
was made after January 1, 1920.
(4) Omit all "successor loans." By "successor loan" is meant a
loan that is a recast of an earlier loan—that is, additional funds
were advanced, or the maturity was extended, and a new loan
was written. If a card drawn in counting by the above system
refers to such a loan, omit it and proceed to the next hun-
dredth loan.
Examples: The 5601st loan from your files is a "successor loan"
because it represents an advance of additional funds
on an earlier loan. Omit the 560 1st loan and proceed
to the 570 1st loan.
The 110 1st loan from your files is a "successor loan"
because it represents an extension of maturity on an
earlier loan. Omit the 110 1st loan and proceed to the
l2Olst loan.
(5) Continue in the same way through all your mortgage files.
With the exceptions noted in (3) and (4), do not exclude any
urban mortgage loan, either on residential or income-produc-
ing properties, even though it may seem extremely untypical
of the mortgage experience of your company.114 URBAN MORTGAGE LENDING
(6) If there are several files, be sure to sample all of them (except
cabinets containing only loans made before 1920). For exam-
ple, sample both active and inactive files; if there is a separate
file of FHA loans, or a separate real estate contract file, sample
these also, and so forth.
The order in which the file drawers are sampled does not
matter. In going from one file drawer to another, or from one
file to another, carry over the number of loans remaining in
the last file drawer to those in the next file drawer, until the
next hundredth loan is reached.
Example:If the last loan in a file cabinet is the 562nd, count
the first loan in the next cabinet as the 563rd, and
continue counting until you reach the 601st loan,
which you take for the sample.
In other words, treat the files as if they were combined in one
continuous and consecutive file.
COMPLETE THE LOAN HISTORIES
Whether you have used Method A or Method B, you have now
assembled a group of ledger cards that represent a 1 percent sample of
the loans made by your company.
The record must now be completed by adding a few more cards
that will give the full history of each loan selected. This should be
done as follows: Go through the sample, card by card. If a card shows
that the loan was later recast and given a new loan number and that
another card was prepared, find the later card in your files and attach
it to the card representing the original loan.
If the loan was recast more than once, you may have to attach two
or more cards to the original card. In other words, you follow the
loan forward, through its several modifications, to its extinguish-
ment.
Example: (The numbers used here are those that might appear if
cards were selected by Method A, but the principle is the
same for cards selected by Method B.)
If loan number 1700 was selected in your original drawing
of cards, and you see from the card that it was recast and
a new loan written with a new number—say number 2276APPENDIX A 115
—thenpull the card on loan 2276 and attach it to card
1700 as part of the same loan transaction.
Perhaps loan 2276 itself was subsequently recast, and an-
other new loan written with a new number—say number
3402. Pull the card' on loan 3402 and attach it to cards
1700 and 2276.
If card 3402 shows that the loan was not modified again,
the three cards give the complete history of that loan.
In a very few cases you may find that the card representing a re-
casting of a loan is one that you omitted in your first drawing of cards
because it was recognized as a "successor loan" [see paragraph (4)
under Method A or B above]. For example, you now find that card
6200 (which you correctly omitted in your first drawing) represents
a modification of original loan number 400, which you included in
the sample. In this case, card 6200 does belong in the sample; you
therefore attach it to card number 400.
Exception: There is one type of loan alteration that is considered to
be a termination rather than a modification of the orig-
inal loan. If a loan was recast because of a substantial in-
crease in the value of the underlying property resulting
from improvements, consider the recast loan a new loan,
not a modification. Do not attach the card representing
the recast loan to the old loan card. Regard this loan as
having been terminated at the date of the recasting.
For purposes of this rule, "substantial increase" means an
increase of 25 percent or more in the value of the under-
lying property.
With the addition of these cards, which complete the loan his-
tories, the sample is ready to be used for transcribing information to
the "Mortgage Loan Experience Cards."
Each loan will use a separate card. We have sent you cards,
which allows a margin for wastage. If you need more, please ask us
for them.
Instructions for filling out the Mortgage Loan Experience Card
will be found in Section II, following.116 URBAN MORTGAGE LENDING
Section Il—INSTRUCTIONS FOR FILLING OUT THE
MORTGAGE LOAN EXPERIENCE CARD
These instructions should be read through and compared with
the Mortgage Loan Experience Card before any transcriptions ar
made from the ledger cards that you have drawn from your files by
the sampling methods described in Section I.
Schedules A to H inclusive, and Schedule J, are to be filled in
completely (so far as possible) for each loan in the sample.
Schedule I will be filled in for only a part of the loans selected.
Schedule K (reverse of card) will be filled in for only a few of the
loans selected.
If data are not available, write "n.a." for the question involved.
If you feel that any special comments should be made on a par-
ticular loan, enter them on a separate sheet. Mark this sheet with the
same identification number as the card it applies to, and attach it to
the card.
In this analysis, a mortgage loan is defined as an obligation
secured by a specific piece of property. Therefore, in filling out the
Mortgage L&an Experience Card, the information recorded about
each loan should carry the history of the loan forward, from its
origination, through any modifications, to extinguishment, regard-
less of the fact that the original obligor may have been succeeded by
one or more other obligors.
Schedule A. Loan Identification Number. A space is provided in which
to give a number that will permit identification by your
company of the loan on which information is transcribed.
Whether this is the loan's actual file number, or a new num-
ber assigned so as not to disclose the loan's file number,
does not matter for purposes of the National Bureau's
analysis. In either case you should keep a record so that you
can refer back to a particular loan if necessary; it is espe-
cially important to keep such a record if the number given
in Schedule A is not the actual file number of the loan.
Schedule B.Location of Property. Enter here the state where the prop-
erty is located, also the city or town. Do not indicate street
address.
Schedule C.Type of Property. From among the listed types of property,
check the one that best describes the principal characteristicAPPENDIX A 117
ofthe property mortgaged. If the property is not adequately
described by any one of the listed types, indicate its char-
acter under Item 13.
Schedule D. Type of Loan at Time of Making. Check the appropriate
type of loan. If it is not possible to distinguish between a
fully amortized and a partially amortized conventional (i.e.,
uninsured) loan, bracket types 2 and 3 and check the
bracket.
Schedule E.Original Schedule of Payments. Check the type of principal
and interest payment schedules which were set up at the
time the loan was made.
Schedule F.Purchase Money Mortgage. Indicate here by a check mark
whether the loan selected was a "purchase money mortgage"
when first put on. the books. A purchase money mortgage
means a mortgage taken as part of the consideration re-
ceived on the sale of property owned by the mortgagee.
Schedule G. Real Estate Sales Contract. Indicate here whether the trans-
action was initiated as a real estate sales contract.
Schedule H. Original Loan.
(1) Year loan was made: Give the last two figures of the year
during which the loan was made; for example, a loan
made at any time in 1927 would be indicated 27.
(2) Amount: Indicate the original amount in dollars, omit-
ting cents.
(3) Appraised value: Give the original appraisal of land
and buildings combined, in dollars, omitting cents.
(4) Contract term: Give the original term of the contract to
the nearest year. If the original loan was written on a
demand basis, write in "demand," or "demand after
years," whichever the case may be.
(5) Contract rate of interest: This refers to the gross rate of
interest, that is, the rate charged to the borrower. It
should be reported gross of any participations in inten
est by the company's correspondent or other agent.
Schedule I.Subsequent Modifications in Loan or Sales Contract. This
schedule asks for information on such modifications of the
original contract as may have been made; for example, an
advance of additional funds, or forgiveness of part of the
principal through compromise, or the extension of contract
term (including cases in which the principal was reduced
by payment and the loan term was extended), or changes in
the contract rate of interest or loan type.118 URBANMORTGAGE LENDING
Such changes should be indicated in the appropriate col-
umns of Schedule I. If several of the loan's features were
changed in the same modification, make all the necessary
entries on the same line. Leave those columns blank that
refer to loan features that were not modified. Give amounts
in dollars, omitting cents.
If additional space is needed to record contract modifica-
tions, use additional cards and staple or clip together.
(Please mark all cards applying to a given loan with the
same identification number.)
Unpaid balance at time of modification (column 2) and
unpaid balance after modification (column 10) should be
filled in in every case.
In reporting advance of additional funds (column 3) ignore
changes that resulted from periodic increases in the balance
because of tax payment, etc. However, an increase in the
balance because of payments of accumulated taxes on which
the debtor was delinquent should be considered an "ad-
vance of additional funds." Also, if the loan was rewritten
and the unpaid balance of the old loan reduced to zero,
then the unpaid balance at the time the loan was rewritten
should be given in column 2 and. the amount of additional
funds over and above the former balance entered in col-
•umn 3; the resulting new unpaid balance should be reported
in column 10.
Reduction by compromise (column 4) refers to the forgive-
ness of part of the unpaid principal balance by compro-
mise, i.e., by agreement between mortgagor and mortgagee.
Under column 6 indicate the additional number of years
for which the contract was extended. Thus, a contract hav-
ing two years to run, which was modified to mature in six
years, would be considered as having been extended for
four years. For purposes of this calculation consider as a
full year any part of a year that is six months or more.
Under column 7 indicate only the new rate of interest.
Column 8, changes in loan type, is provided to record such
modifications or changes in the loan as alter its original
type as shown in D above.APPENDIX A 119
Undercolumn 9 indicate the amount in dollars, omitting
cents, of any new appraisal made in connection with a modi-
fication of the loan contract. This will be the combined
appraisal of land and buildings.
Schedule I.LoanStatus. Indicate by year, or by giving the unpaid bal-
ance in the case of active loans, the status of the loan.
If the loan resulted in the acquisition of property and if this property has
been sold, fill out Schedule K, which is on the reverse side of the mort-
gage card. In all Other cases Schedule K is to be ignored.
Schedule K. Data on Property Acquired and Sold.
The primary purpose of Schedule K is to get a final figure
of loss or gain on properties acquired and sold. This is
reported in Item 16. Schedule K has been designed to enable
respondents to build up a figure of loss or gain that will be
comparable from company to company. However, the rec-
ords of individual companies may provide a direct figure of
loss or gain that is comparable to the one that would be
derived under Schedule K, although it might be built up
in a different way. In this case it will be sufficient to report
the company's available figure directly, but Items 7 and 14
should also be given, wherever possible.
If the figure of loss or gain on property that can be taken
directly from a company's records is not comparable to
Item 16 in Schedule K, but can readily be adjusted to
achieve this comparability, such an adjusted figure will
fulfill the needs of this study.
Individual items under Schedule K are defined as fol-
lows:
Item (4)This refers to the amount owed by the mortgagor,
without giving effect to any write-downs in the
book value of the loan made at any time prior to,
or at the time of, foreclosure.
Item (5)This refers only to amounts paid out prior to
foreclosure. Since the purpose is to measure the
amount that the mortgagee has invested in a par.
ticular item of property, reports should exclude
all payments of taxes and insurance for which the
mortgagee acted merely as a transmitting agency.
Further, amounts paid out prior to foreclosure
should not be reported if they were included else-
where in this schedule (e.g., if they were capital-120 URBANMORTGAGE LENDING
ized and shown in the loan balance given in
Item 4).
Item (6)Give the amount of any delinquent interest that
was due on the loan at the time it was transferred
to real estate, provided this was not added to the
loan balance and reported under Item 4. Note
that it will be necessary to check under Item 6 if
delinquent interest is calculated on a compound
interest basis. Do not check if your calculation of
delinquent interest is made on the basis of simple
interest.
Item (8)Report allforeclosurecosts,including legal,
court, and advertising costs, incurred in connec
tion with the foreclosure. Whether foreclosure
costs are capitalized into the book value of the
property or are charged currently against income
does not matter for purposes of this schedule. You
are asked merely to report the amount of the
incurred costs.
Item (10) Any recoveries made through deficiency judg-
ments or other settlements should be reported
here.
Items (11), (12), and (13) If the income earned from prop.
erty while held as real estate, and the expenses in-
curred on it (including expenditures for repairs
and permanent improvements, and expenses in-
curred in connection with the sale of the prop-
erty), are available separately, these should be re-
corded as indicated on the schedule. However, if
there is available only a figure of net income or
loss, this can be reported as such under Item 13
with a plus or minus sign to indicate its character.
Item (14) Report only the sale price of the property. Any
expenses in connection with the sale (e.g., com-
missions) should be reported under Item 12.
Item (16) This summarizes the foregoing items in a figure
of final loss or gain. As indicated above, you may
build up this figure of loss or gain according to
the sequence of items indicated in Schedule K;
but if your records provide a direct single figure
of loss or gain on the property, this figure may be
substituted for Item 16 with a general statement,APPENDIX A 121
ina note accompanying the group of returned
cards, explaining the difference between the proc-
ess by which this figure was arrived at and the
type of calculation indicated in Schedule K. In
any case we should like to have a separate report-
ing of Items 7 and 14.
It will be noted that this schedule ignores changes by adjust-
ment in the book value of real estate. We are doing this
because increases in the book value of property, represent-
ing a capitalization of costs such as those incurred under
Items 5, 6, 8, and 12, will have been provided for by these
items; while decreases in the book value of acquired real
estate can be ignored in this analysis of sold properties.APPENDIX B
Supplementary Tables on
Mortgage Loan ExperienceA P P E N DIX B
APPENDIX B' presents certain data from the urban mortgage loan
experience study that were not included in the text. Table B! gives
a summary.of the number and amount of loans included in the sam-
pie; Tables B2 through B4 classify the data shown in Tables 8, 9, and
10 of Chapter 4 into two broad property types; Table B5 presents
the data for Chart 4 of Chapter 4; Tables B6 and B7 give supple-
mentary data useful in connection with footnote 7 of Chapter 4;
Table B8 supplies information on original loan amount and lender's
investment on foreclosed properties, which may be referred to in
connection with Table 27 of Chapter 6; and Tables B9 to B14, in-
clusive, show, for each of the yield tables of Chapter 6 (Tables 3lto
36), the number and amount of loans upon which were based the
yield figures for loans made and extinguished in the period 1920-46,
and the foreclosure rates on these loans.
TABLE B! —SUMMARYOF THE SAMPLE OF URBAN MORTGAGE LOANS
RECEIVED FROM 24 LEADING LIFE INSURANCE COMPANIES
(dollar figures in thousands)
Original
Number Amount
Loans Made, 1920-46 8,931 $92,141
Loans not foreclosed 8,200 81,650
Loans foreclosed 731 10,491
Loans Extinguished and Real Estate Sold, 1920-46 5,523 54,847
Loans extinguished 4,810 44,522
Real estate sold 713 10,325
Loans Outstanding and Real Estate Held,
Dec. 31, 1946 3,408 37,294
Loans outstanding 3,390 37,128









































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































TABLE• B5 —CONTRACTINTEREST RATES, CONTRACT LENGTHS, AND LOAN-
TO-VALUE RATIOS ON A SAMPLE OF STRAIGHT URBAN
MORTGAGE. LOANS MADE BY 24 LEADING LIFE INSURANCE
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TABLE B5— (concluded)

















































































































































































































a Based on a 1 percent sample of all loans made after January 1, 1920.
b Annual averages of interest rates, contract lengths, and loan-to-value ratios are
weighted in each case by each loan's original amount.
c Three-year moving averages of interest rates, contract lengths, and loan-to-value










































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































TABLEB8 —NUMBERAND ORIGINAL LOAN AMOUNT OF FORECLOSED
PROPERTIES AND LENDER'S INVESTMENT AT FORECLOSURE ON
A SAMPLE OF URBAN MORTGAGE LOANS MADE BY 24 LEAD-
ING LIFE INSURANCE COMPANIES, CLASSIFIED BY TYPE OF
PROPERTY AND PERIOD OF LOAN ORiGINATION AND PROP-













































































































1935-39 193546c 19 119 123 1 40 32
1940-46 1940-46 8 33 33 2 22 22
Total 629$3,835$4,108 84$6,490$7,034
a Basedon a 1 percent sample of all loans made after January 1, 1920.
b Includes one loan for which period of property disposal was not available.
cIncludestwo one- to four-family dwellings sold in 1935-39; the other properties
were sold in 1940-46.138 URBAN MORTGAGE LENDING
TABLE B9 —FORECLOSURERATES ON A SAMPLE OF URBAN MORTGAGE
LOANS MADE AND EXTINGUISHED BY 24 LEADING LIFE IN-







































Total 5,516 $54,819 12.9% 18.8%
a Based on a 1 percent sample of all loans made after January 1, 1920; only loans
extinguished by 1946 are included in this tabulation. Excludes seven extinguished loans
for which data necessary for the calculation of yields were inadequate.


























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Urban Cost Schedules for 1945 and 1946
and Instructions for 1946 Schedule(Report amounts in dollars only; omit cents.)
1.Mortgage loan balances ott tstanding
December 31, 1944
December 31, 1945
2,Book value of real estate sales contracts outstanding
December Si, 1944
December 31, 1945
3.Mortgage loans made during 1945 —total
a. New loans made, including increases in
outstanding balances





5.Real estate acquired during 1945
6.Real estate sold during 1945 —total
a. Under sales contract on December 31, 1944
h. Not under sales contract on December 31, 1944.
7.Gross income from mortgage loans and real estate
contracts during 1945 —total
a. Interest income on loans *
h.Prepayment penalties
c. Interest on real estate sales contracts
d. Other income
8. Net profit or loss on sale of real estate during 1945
9. Net income on real estate owned during 1945.
10.Net change by adjustment during 1945:
a. Increase or decrease in book value of city real
estate, including acquisition costs and advances
charged off and changes l)y adjustment in 1)00k
value
1). Increase or decrease in book value of city mortgage
loans, excluding write-downs of book value made
in connection with the amortization of premiums
paid on the acquisition of loans
*Interestincome on mortgage loans is reported ''
bycorrespondents or others.(Check one.)
APPENDIX C 149
NationalBureau o Economic Research
Financial Research Program Company Code No
SCHEDULE FOR COST DATA ON CITY MORTGAGE
FINANCING BY LIFE INSURANCE COMPANIES, 1945














(continued on next page)150 URBANMORTGAGE LENDING
CITY COST SCHEDULE, 1945 (continued)
PART IICOST DATA, COVERING THE YEAR 1945 City Mortgage
(Report amounts in dollars only; omit cents.) Loans
1.Expenses of operating branch offices —total $
a. City loan acquisition and servicing costs —total
(1) Loan acquisition costs
(2) Servicing costs
b. Branch office city real estate administrative costs
2. Commissions and premiums paid to correspondents and
others at time of acquisition of city mortgages —total
3.Commissions paid to brokers and others in connection with
the sale of city real estate —total
4.Servicing and other fees paid to correspondents and others
on a continuing basis —total
5.Expenses of operating home office city mortgage loan depart-
ment and general administrative expenses —total .
a.Home office city mortgage department costs —total
(1) Loan acquisition and servicing costs —total
(i)Loan acquisition costs
(ii) Loan servicing costs
(2) City real estate management costs
(3) Expenses of legal, audit, and other services sup.
plied by another division of company -
b.General home office administrative expenses -
PARTIII —GENERALQUESTIONS
(Report amounts in dollars only; omit cents.)
1.Total admitted assets of company, as of December 31, 1945$
2.a. All real estate sales contracts outstanding at end of 1945:
Book value
Amount actually due company
b. Real estate sales contracts outstanding on which interest
income wasnotyet being earned at end of 1945:
Book value
Amount actually due company
3.State, or estimate as nearly as possible:
a. Amount of city mortgages closed during 1945 which were
acquired through:
(1) Correspondents or other outside agents . .
(2)Branch office operations
(3) Home office operations
h. Amount of city mortgage loan balances outstanding at
end of 1945 which were serviced during the year through:
(I) Correspondents or other outside agents. . .
(2)Branch office operations
(3) Home office operations
(concluded on next page)APPENDIX C 151
CITYCOST SCHEDULE, 1945 (concluded)
PART 111 —GENERAL QUESTIONS(concluded).
4. Number of branches: (a) originating city loans in 1945
__________
(b)servicing city mortgage loans in 1945
__________
5. Numberof correspondents or other outside agents:
(a) from whom city mortgage loans were acquired in 1945
___________
(b)who serviced city mortgage loans in 1945
__________
6.How many years do you estimate that city loans made during
1945 will remain among the company's assets, on present and
probable future conditions? years
7.If you follow the practice of amortizing premiums and commis-
sions paid for the acquisition of loans over a period of years,
what expected period are you now using on city loans?. . . . years
S. Have you arrived at a figure representing the risk factor? If so,
indicate the percent of the principal per annum which you think
fairly represents the risk inherent in city mortgage loans- .152 URBANMORTGAGE LENDING
National Bureau of Economic Research
Financial Research Program Company Code No
SCHEDULE FOR COST DATA ON CITY MORTGAGE
LENDING BY LIFE INSURANCE COMPANIES, 1946
PART I —GENERALDATA
______________
(Reportamounts in dollars only; omit cents.) City Mortgage Loans
1.Mortgage loan and real estate sales contract balancesNumberAmount
outstanding (in dollars)
December 31, 1945 $
December 31, 1946
2.Mortgage loans made during 1946 —total x x x
a. New loans made, including increases in outstand-
ing balances x x
b. All other loans made, i.e., refinancing, renewals,
andextensions x x x
3.Gross income from mortgage loans and real estate sales
contracts during 1946 —total* xx x
4.City mortgage loans closed during 1946 which were
acquired through correspondents or other outside agentsx x x
5.City mortgage loan balances outstanding at end of 1946
which were serviced through correspondents or other out-
side agents x x x
6.Total admitted assets as of December 31, 1946
*Interestincome on loans is reported of servicing fees paid to correspondents
or others. (Check one.)
PART II —CosTDATA, CovERING THE YEAR 1946 City Mortgage
Loan Costs
(Report amounts in dollars only; omit cents.) (in dollars)
1.Branch office city loan acquisition and servicing costs. . .$
2.Originating fees and premiums paid to correspondents and
others at time of acquisition of city mortgages
3.Service fees and other compensation paid to correspondents
and others on a continuing basis
4.Expenses of operating home office city mortgage loan depart-
ment and general administrative expenses —total. . .
a.Home office city mortgage department costs—total
(I) Loan acquisition and servicing costs
(2) Expenses of legal, audit, and other services sup-
plied by another division of company .. .
b.General home office administrative expenses . .APPENDIX c 153
NOTESAND DEFINITIONS TO BE FOLLOWED IN REPORTING
CITY MORTGAGE LENDING COSTS OFLIFE
INSURANCE COMPANIES, AND CHECK LIST
OF MORTGAGE LENDING COSTS
PART I —GENERALDATA
Item I
This combined figure can be taken from the Annual Statement. The amount of out-
standing loan balances included in Item 1is the book value, at year end, of owned
mortgages reported as "other than farm mortgages" in item 23 of Schedule B —Part1
—Section1 of the Annual Statement; the number of city mortgages owned can be taken
from Schedule B —Part1 —Section2 of the Annual Statement. The number and
amount of real estate sales contract balances outstanding are the number of items and
the book value of city properties held under sales contract as these are reported in
items c,7 and d,7 of Schedule A —Part1 of the Annual Statement.
Item 2a
The amount of new city mortgage loans made during the year, and increases in out-
standing balances under these loans, can be determined by adding items 2 to 7, in-
clusive, of Schedule B —PartI —Section1 of the Annual Statement, for "other than
farm mortgages." These are (i) loans in cash, or granted on disposal of real estate, (ii)
amount of mortgages, insured and other, purchased, (iii) additional cash loaned on
refunded mortgages, (iv) interest covered by increase in, or refunding of, mortgages, (v)
taxes covered by increase in, or refunding of, mortgages, and (vi) other items covered
by increase in, or refunding of, mortgages.
Where refunding or extension of a mortgage involved the advance of additional
cash, the amount of additional cash advanced should, as indicated in the preceding
paragraph, be included in Item 2a. However, the amount of such a transaction, which
Consists merely of the refunding of an existing balance, should be included under Item
2b, below.
Item 2b
Include under this heading (i) all refundings, renewals, and extensions involving no
advance of additional cash, and (ii) that portion of refunded loans involving an advance
of additional cash, which consists merely of the refunding of existing loan balances.
Item 3
Income should be reported on a current basis, including only actual collections and
excluding accruals. Income received in the form of prepayment premiums should be
included, along with interest income. Wherever possible income should be given before
deduction of any servicing fees or other compensation paid to correspondents and
others on a continuing basis. Amounts actually retained by, or paid to, correspondents
during the year under a loan servicing agreement should be interpreted as a cost and
included among the cost data in Part II of this schedule. It should be indicated in the
footnote to Item 3 whether income reported is gross or net of servicing fees paid to cor-
respondents or others.
Interest income on real estate sales contracts should be reported net of any amounts
expended for taxes, repairs, and other expenses, if there are such. Income, other than154 URBAN MORTGAGE LENDING
interest income, on sales contracts should be excluded,as should down payments and
other payments on principal under sales contracts.
item I
Report the amount of all city mortgages closed during 1946thatwere acquired through
correspondents or other outside agents.
item 5
Report the amount of all city mortgage loan balances outstanding as of the end of 1946
that were serviced through correspondents or other outside agents.
Item 6
Give total admitted assets as reported in Part 1 of the Annual Statement.
PART Il —COSTDATA
Item 1
This item refers to those expenses of operating branch officesthat are properly
attributable to the conduct of city mortgage lending activities. Branch office costs should
include only those amounts actually disbursed during the year, such as salaries of branch
office personnel, rent, light, telephone, travel, and miscellaneous office expenditures
whether paid from the home office or in the field. (See appended check list of mortgage
lending costs.) Any expenses incurred in supervising city loan branch office operations
from the home office should be considered a home office expense. Exclude all expenses
incurred by branch offices in connection with the operation and management of owned
real estate.
Item 2
Originating fees paid to correspondents and others at the time of acquisition of loans,
including premiums paid in connection with the purchase of mortgage loans, should be
reported on a current basis. Include under this heading all disbursements actually made
during the current year, whether from branch offices or home office, regardless of the
fact that it might be the company's policy to amortize these over a period of years.
Likewise, the report should exclude all charges against income during the current year
arising out of the amortization of such commissions or premiums actually disbursed in
earlier years. As in Item 1, above, include only those expenses for which disbursements
have actually been made, excluding amounts for which commitments have been made
but which have not yet been disbursed.
Item 3
Fees for servicing loan balances and other compensation paid to correspondents and
others on a continuing basis should be reported here as distinct fromlump.sum pay.
ments paid at the time a loan is acquired which are reported in Item 2 above. In con
nection with the compilation of data on servicing fees see the note referring to Item 3
of Part I above.
Item 4a
All operating expenses incurred directly by the city mortgage loan department in
acquiring and servicing mortgage loan balances should be included under heading (1).
These costs would include charges for salaries, space, light, heat, maintenance, travel,
office supplies, etc. (See appended check list of mortgage lending costs.) If officers orAPPENDIX C 155
otherpersonnel of the city mortgage loan department spend part of their time on
activities outside of this department (e.g., on farm mortgages or on the bond account)
their salaries should be prorated according to an estimate of how their time is divided.
All expenses incurred by the city loan department in connection with the operation
and management of owned real estate should be excluded here.
If legal, auditing, and other services are supplied to the city mortgage loan depart-
ment by other departments of the company, the expenses of operating such depart-
ments should be prorated and included under subhead (2).
Item lb
General home office administrative expenses should include only fees paid in connection
with the Investment, Finance, or Mortgage Loan Committee and other expenses of this
Committee. Where the Committee involved has responsibilities over investments other
than city mortgage loans, its expenses should be prorated according to the proportion of
city mortgages and city real estate owned to the total investment for which the Corn'
mittee was responsible at the end of 1946.
CHECK LIST OF MORTGAGE LENDING COSTS
In preparing data for the schedule of mortgage lending costs, it may be helpful for
companies to refer to the following check list of types of operating costs which is meant
to illustrate the various kinds of costs that might be included in the expenses of op-
erating branch offices and the home office city loan department. The list is given only
for reference and to obviate the possibility of significant items of cost being overlooked
in the compilation of cost reports; it is not expected that costs will be broken down
according to these categories.
Check list of costs
1.Salaries
2. Rent, heat, and light
3. Telephone and telegraph
4. Postage and express
5.Supplies, including printing
6. Rental and servicing of office equipment
7. Repairs: furniture and fixtures





13. Recording and/or filing fees
14. Title examinations
15. Employee bonds and insurance
16. Dues and subscriptions
17. Travel
18. Car expense
19. Entertaining, suppers, etc.
20. Donations and charity
21. Lunch room, infirmary, and other employee welfare expenses
22. Other expenses, not elsewhere classifiedA P P E N DIX D
Supplementary Tables of Lending Costs and
Returns for Individual Companies, 1945-47A PP E N DIX D
THIS appendix gives urban mortgage income and cost ratios and
turnover periods for all individual insurance companies submitting
complete reports in 1945, 1946, or 1947. The forty-eight companies
reporting complete returns for 1945, the fifty companies reporting
for 1946, and the forty-three companies reporting for 1947 are classi-
fied according to the size of the company's average loan portfolio in
the first year in whjch the company reports full data. Because the
size classifications are so broad, most companies fall within the same
classification each year. However, four companies with portfolios
between $5 and $20 million in 1946 expanded their portfolios suf-
ficiently so that in 1947 their portfolios were slightly over $20 mil-
lion. Likewise, one company with a portfolio between $20 and $100
million in 1946 reported an average portfolio over $100 million in
1947.
The companies are identified so that changes from one year to
another in income and cost ratios for a particular company may be
compared. For example, Company A in Table Dl is the same as
Company A in Table D3. Those companies excluded from the
weighted averages in Table 19 of the text are indicated by footnote.
For an explanation of turnover periods, see the footnote to Table































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































ACcouNTING—Methods of, in Measuring
Costs, 59—60.
AMORTIZED LoANs—Changes in Impor-
tance of, 192o—46, 47; Foreclosures on,
83; Importance of,in1946, 52;In-
terest Rates on, 54; Loss Experience
Ofl, 94, 100—102.
APARTMENT HousEs—Credit Extension on,
19; FHA Insured Loans on, 5; Loss
Experience on Loans on, 91.
ARIZONA MORTGAGE FINANCING LAWS—See
State Mortgage Financing Laws.




of, o; Effectiveness of,32; Expense
Ratios, 74.
CALIFORNIA MORTGAGE FINANCING LAWS—
See State Mortgage Financing Laws.
CENSUS REGEONS—38n.
COLEAN, Mitits L.—2on.
COMMERCIAL PROPERTIES, LOANS ON—2, 3.
See also Income-Producing Properties.
CONNECTICUT MORTGAGE FINANCING LAWS
—See State Mortgage Financing Laws.
CONNECTICUT MUTUAL LIFE INSURANCE
COMPANY—9.
CONTRACT LENG-rs-is—47—48, 53, 88, 94.
CONTRACT TERMS—ChangeS in, 1920—46,
43—48; Influence on Loss Experience of,
94,103—104; Modification of, 48. See also
Amortized Loans, Contract Lengths,
InterestRates,andLoan-to-Value
Ratio.




System, Description of, o—a, 6i.
COST SURVEY—Coverage of, 62—63.
COSTS—Components of, 73—74; Data on,
1945,1946,1947,70—73; Effectof Loan
Turnover on, 75; Methods of Measur-
ing, 59—62; Variation with Portfolio
Size, 70,73—74.
DISTRICT OF COLUMBIA MORTGAGE FINANC-
ING LAWS—See State Mortgage Financ-
ing Laws,
EXPECTED YIELD—See Yield.
FARM MORTGAGE L0AN5—5, 12,
FEDERAL HOUSING ADMINISTRATIONIN-
SURED L0AN5—22, 29, 52, 57.
FLORIDA MORTGAGE FINANCING LAWS—See
State Mortgage Financing Laws.
FORECLOSURE RATas—By Location and
Type of Property, 83—88, g; By Year
Made, 82—83, 86—88; Effect of Contract
Terms on, 88; Relation of Amortization
to, 83.
FULLY AMORTIZED LOANS—See Amortized
Loans.
HABERLER, GOTTFRIED— 1 7fl.
HOME OFFICE—Definition of Loan De-
partment Costs of, 62; Expense Ratios,
Origination and Servicing of Loans
Through, 31,33—34.
HOUSING PR0JEc-rs—26.
ILLINOIS MORTGAGE FINANC1NG LAWS—See
State Mortgage Financing Laws.
INCOME, GRoss—Definition of, 61; Earned
on Mortgage Loans, 1900, 1920, 1947,170
's—'; Ratiosfor 1945, 1946, 1947, 65;
Variation by Size of Loan Portfolio, 65—
67. See also Interest Rates and Yield.
INCOME, NET—Definition of, 69; Ratios
for 1945, 1946, 1947, 67; Variation by
Size of Loan Portfolio, 69—70. See also
Yield.
INCOME-PRODUCING PROL'ERTIES, LOANS ON
—Comparison of Contract Length and
Actual Life of, 47—48; Contract Terms
on, 47—48; Foreclosure Rates on, 83;
Interest Rates on, Loss Experience
on, 91, 97, 104; Realized Yields on, 98;
Size of, 39. See also Commercial Prop-
erties and Nonresidential Properties.
INDUSTRIAL PROPERTIES—2—3, 26
INSUREO L0ANS—22, 35. See also FHA In-
sured Loans.
INTEREST RATa5—Current Rates in 1946,
53—57; Decline in, i, '00;Original
Contract Rates on Loans Outstanding
in 1946, 53 Uniformity of, on One- to








Branch Organization of, 30—35; Han-
dling of Mortgage Loans in, 35—36;




LOAN-To-VALUE RATIO—22—23, 48, .5.
94, 103—104.
LOANS, URBAN MORTGAGE—Changesin
Holdings of, 1860-1946, 9—14 Compari-
son of Contract Length and Actual Life
of, 47—48; Composition of Portfolio of,
1946, 49—53; Costs of Lending on, 70—
74; Definition of,i; Delinquency on,
79—82;Descriptionof,1920—46, By
Period Made, 38—47; Foreclosure Rates
on, 82—88; Handling of, 35—36; Inspor-
tance of, as Investment, 3—7; Income
from, 15—17, 65—70; Insurance Com-
panies as Investors in,2—3; Interest
INDEX
Rates on, 53—57; Modification of Terms
of, 48; Risk-Rating Process, 6; Turn-
over on, s;Yieldsand Loss Rates on,
78, 97—105. See also names of specific
types of loans.
Loss EXPERIENCE ON FORECLOSED PROP-
ERTIES—By Contract Terms, g; By
Period of Loan Origination, 9°; By
Type and Location of Property, 91—92,
g; Measure of, 88.
Loss RATE ON LOAN PORTFOLIOS—By Con-
tract Terms, 103—104; By Loan Type,
ioo—1o2; By Period of Loan Origina-
tion and Extinguishment, gg—1o2; By
Type and Location of Property, 97—98,
102—103.
Loss RESERvE—Allowance for, 78, 96, 105.
MAINE MORTGAGE FINANCING LAws—See
State Mortgage Financing Laws.
MA55ACHU5ErrsMORTGAGEFINANCING
LAWS—See State Mortgage Financing
Laws.
MICHIGAN MORTGAGE FINANCING LAws—
See State Mortgage Financing Laws.
MINNESOTA MORTGAGE FINANCING LAws—
See State Mortgage Financing Laws.
MORTGAGE CREDIT TERMS—See Contract
Terms.
MORTGAGE LENDING CosTs—See Costs.
MORTGAGE LOAN IN5UR,&NCE—Infiuence on
Contract Terms, 43—48.
MORTGAGE LOAN SAMPLE—Description of,
37.
MULTIFAMILY PROPERTIES, LOANS ON—3,
22.
MUTUAL BENEFIT LIFE INSURANCE C0M-
PANY—9.
NATIONAL INDuSTRIAL CONFERENCE BOARD
—sgn.
"NRT CREDIT CRANGE"—I7.
NEW JERSEY MORTGAGE FINANCING LAws—
See State Mortgage Financing Laws.
NEW YORK MORTGAGE FINANCING LAWS—
See State Mortgage Financing Laws.
NEW YORE STATE INsURANCE DEPARTMENT
—15.
NONAMORTIzRD LoANS—Changes in Im-
portance of, 1920—46, 47; Foreclosures
on, 8g; Importance of, in 1946, 55; In-INDEX









ON—Average Original Amount of, ,
Comparison of Contract Length and
Actual Life of, 47—48; Composition of
Portfolioof,1946, g—; Contract
Terms on, 47, 48; Foreclosure Rates on,
83—88; Importance of, as Investment,
1938—45,Interest Rates on, 53—57;
Loss Rates and Realized and Expected
Yields on, 98—104.
ONE- TO FOUR-FAMILY PROPERTIES WITH
PARTIAL BUSINESS USE, LOANS ON—91.
PARTIALLY AMORTIZED LOANS—See Amor-
tized Loans.
PENNSYLVANIA MORTGAGE FINANCING LAWS
—See State Mortgage Financing Laws.
POLICY LOANS—See Investment Holdings.
PREMIUM NOTES—See Investment Hold-
ings.
PRESENT PORTFOLIO YIELD—See Yield.
PURCHASE MONEY MORTGAGES—22, 43.
RIsL ESTATE, OWNED—Importance to In-
surance Companies of, 7—9, 11,14; In.
crease of, Through Foreclosure, 80—82;





SAMPLE—See Mortgage Loan Sanple.
SAULNIER, R. J.—8n.
SINGLE FAMILY DWELLINGS, LOANS ON—
Foreclosure Rates on, 83, 8—86; lIn-
portance of, 39, g; Loss Experience on,
1920—46, 91, 94, 97—98.
SPEcrATOR INsURANCE YEAR BooK—3, 7.
STATE MORTGAGE FINANCING LAwS—Ari-
zona, 25; California, 26, a; Connecti-
cut, 27; District of Columbia, 22, 24;
Florida, ai;Illinois,21,25,a6,27;
Maine, 24; Massachusetts, 22, 24, 25, 27;
Michigan, 21,25;Minnesota, 22, 27;
New Jersey, 23—25, 27 New York, a 1—23,
26;Ohio,22—23;Pennsylvania,27;
Texas, 24; Wisconsin, 23, 25, 27.
TEXAS MORTGAGE FINANCING LAWS—See
State Mortgage Financing Laws.
Two- TO FOUR-FAMILY DwIrwNcs, LOANS
ON—Foreclosure Rates on, g; Loss Ex-




WISCONSIN MORTGAGE FINANCING LAWS—
See State Mortgage Financing Laws.
YIELD—Data on, 97—s 04 Definition of, 96—
97; Influence of Delinquency on, 8o;
Methods of Measuring, 59—So. See also
Income, Gross and Income, Net.
ZARTMAN, LESTER W.—9n.PUBLICATIONS OF THE
NATIONAL BUREAU OF ECONOMIC RESEARCH
GENERAL SERIES
*1.Incomein the United States, its Amount and Distribution, 1909—1919 (1921)
WesleyC. Mitchell, W. I. King, F. R. Macaulay, and 0. W. Knauth i68 pp.
's. Income in the United States, its Amount and Distribution, 1909—1919(1922)
WesleyC. Mitchell, W. I. King, F. R. Macaulay, and 0. W. Knauth 454 pp.
*3. Distribution of Income by States in 1919(1922)
0.W. Knaulh 36 pp.
*4. Business Cycles and Unemployment (1923)
Committeeon Unemployment and Business Cycles of the
President's Conference on Unemployment, and a Special
Staff of the National Bureau 414pp.
*5. Employment, Hours and Earnings in Prosperity and Depression, United States,
1920—1922 (1923)
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